
Request approval of the Joint Exercise of Powers Agreement between the 
County of Los Angeles and the Local Initiative Health Authority for Los Angeles 
County (doing business as L.A. Care Health Plan).

SUBJECT

July 31, 2012

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

L.A. CARE HEALTH PLAN JOINT POWERS AUTHORITY JOINT EXERCISE 
OF POWERS AGREEMENT

(ALL SUPERVISORIAL DISTRICTS)
(3 VOTES)

IT IS RECOMMENDED THAT YOUR BOARD:

1.  Approve and instruct the Chairman to sign the Joint Exercise of Powers 
Agreement (Agreement) between County of Los Angeles (County) and L.A 
Care Health Plan (L.A. Care) to create the L.A. Care Health Plan Joint Powers 
Authority (JPA) that will establish a new Knox-Keene licensed health plan to 
administer and operate L.A. Care’s non-Medi-Cal programs, and any new 
programs which may be developed by the JPA, at no required cost to County, 
effective upon date of execution and continued thereafter unless earlier 
terminated by either party.

2.  Delegate authority to the Director of Health Services and Director of Public 
Social Services or their designees to execute amendments and contract 
assignments/ delegations that are necessary in transitioning the provision of 
health services of the In-Home Supportive Services (IHSS) Health Benefits 
Program from L.A. Care as the health plan to the JPA, subject to review and 
approval by County Counsel and the Chief Executive Office, and notification to 
the Board.

ctalamantes
New Stamp

ctalamantes
Typewritten Text
20	July 31, 2012



PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of the first recommendation will result in the execution of the Agreement (Exhibit I), and 
creation upon proper filing with the Secretary of State, of a JPA to seek a new health plan license 
from the Department of Managed Health Care to engage in the administration and operation of non-
Medi-Cal managed care programs in Los Angeles County.  Creation of the JPA will provide L.A. 
Care with the opportunity to avail itself of the option provided by the State for health plans with both 
Medi-Cal and non-Medi-Cal lines of business to establish a separate legal entity for each.  This 
option was created when the State first imposed a quality improvement fee (QIF) in 2005 (currently 
referred to as a Managed Care Organization or "MCO" tax) on Medi-Cal managed care plans.  The 
option allows Medi-Cal and non-Medi-Cal revenues to be segregated into separate legal entities so 
that the MCO tax is not levied on non-Medi-Cal (commercial) revenues.  This option was not put in 
place by L.A. Care at that time because its non-Medi-Cal business was minimal.  With the recent 
transition of the IHSS program to L.A. Care, it is now feasible and more cost-effective for L.A. Care 
to avail itself of the State option to separate its Medi-Cal and non-Medi-Cal lines of business through 
the establishment of a JPA. 

Approval of the second recommendation will allow the DHS and DPSS Directors or their designees 
to undertake the necessary contract actions to transition the IHSS and other managed care 
programs from L.A. Care to the JPA.

Implementation of Strategic Plan Goals

The recommended actions support Goal 1, Operational Effectiveness, and Goal 2, Fiscal 
Sustainability, of the County’s Strategic Plan.

FISCAL IMPACT/FINANCING

The County will not be financially responsible for any costs incurred by the JPA for the 
administration, operation and licensing of a new health care service plan and related activities, and 
for any liabilities incurred thereto, pursuant to the Agreement terms and conditions.  Such costs shall 
be assumed exclusively by L.A. Care with reimbursement provided by the JPA.  The JPA will 
assume all of its own liabilities.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Beginning in 2005, the QIF has been imposed on all health plan revenues for plans that have a 
Medi-Cal managed care contract with the State Department of Health Care Services.  A similar fee 
(known as the MCO tax) recently replaced the QIF and is currently being levied on Medi-Cal-
contracted health plans for revenues generated by all their lines of business.  The State uses the 
MCO tax revenues to draw down Federal match funds are used to support the Healthy Families and 
other managed care programs as permitted under California Revenue and Taxation Code 12201, et 
seq.  

An option is provided by the State to allow health plans to establish separate legal entities, one for 
their Medi-Cal business and another for their non-Medi-Cal (commercial) business, to ensure that 
plans' non-Medi-Cal revenue is not subject to the MCO tax.  Most health plans have already split 
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their Medi-Cal and non-Medi-Cal lines of business into separate legal entities so that the entity that 
has a Medi-Cal contract with the State pays the MCO tax on its Medi-Cal revenue, while the other 
entity operating the non Medi-cal lines of business does not.  L.A. Care did not previously establish a 
separate entity because it did not have a significant non Medi-Cal line of business.  However, with 
the recent addition of the IHSS line of business, L.A. Care needs to separate its Medi-Cal revenue 
from its commercial revenue by creating a separate legal entity, and has requested the County to 
jointly create a JPA for that purpose.  

The creation of a JPA is a common practice adopted by many other public health plans and the 
counties in which they operate to allow for the separation of Medi-Cal and non-Medi-Cal revenues.  
The creation of a JPA preserves the governing board of the public health plan’s board, keeps the 
governance over all lines of business consistent, and expedites Knox-Keene licensing approval from 
the State Department of Managed Health Care.  Over the last six years since these JPAs have been 
in operation, L.A. Care reports that the public plans and their partner counties have experienced no 
difficulties or challenges with this relationship.

The Agreement is authorized pursuant to the Joint Exercise of Powers Act (Government Code 6500 
et seq.).  Among other things, the JPA Governing Board will have the authority to: 1) enter into 
contracts to provide or arrange for health care services for any or all non-Medi-Cal enrollees on an 
exclusive or nonexclusive basis under payment provisions on any basis negotiated between the 
parties; 2) incur debts, liabilities and obligations; provided that no debt, liability or obligation of the 
JPA is a debt, liability or obligation of either party except as separately agreed to by either party; 3) 
employ agents or employees; and 4) apply for, accept, receive and disburse grants, loans and other 
aids from any agency of the United States of America or of the State.

The governing board of the JPA will be identical in composition with the Board of Governors of L.A. 
Care, with the County appointing the same LA. Care Board members to the governing board of the 
JPA, while L.A. Care would appoint the remaining L.A. Care Board members as the remaining JPA 
board members.

The JPA agreement provides for termination by either party upon sixty (60) day prior written notice if 
in the best interest of the terminating party.  Upon such termination and wind-down of the JPA, the 
property and funds of the JPA would become the property of L.A. Care.

It should be noted that the statutory authority for the MCO tax expired on June 30, 2012.  As a result, 
the State Legislature will be meeting in August to vote for an extension, which may be an issue given 
that the recently enacted State budget “trailer bill” Assembly Bill 1494, eliminated the main reason for 
the tax, as specified under the terms of the Bill, by terminating the Healthy Families Program and 
transitioning its 880,000 children into Medi-Cal beginning on January 1, 2013.

CONTRACTING PROCESS

Not applicable.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

Approval of these actions will have no impact on the Department.
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Respectfully submitted,

Mitchell H. Katz, M.D.

Director

Enclosures

Chief Executive Office
County Counsel
Executive Office, Board of Supervisors
Department of Public Social Services
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